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Disclaimer

The Military Officers Association of America (MOAA) does not
endorse or favor any commercial supplier, product, or service.

This program is designed for general financial and benefits
educational purposes. It should not be construed as giving specific
Investment advice. Investment allocations in this program are for
illustration purposes.

Please consult your personal financial advisor, tax advisor or legal
advisor for your specific situation.

Your presenter does not provide personal financial planning services
to attendees of financial education briefings.
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BRS Implementation Plan

Blended Retirement Plan

e Entered Service before 1 Jan 2006

— Stay In current system; no option to change
— Be prepared to counsel subordinates

 Entered Service CY2006 after; opt-in option
— Opt-in window opens in CY2018

 Enter in and after Jan 2018
— All-in new program

e

enfed Foundation
L -
Tl Heroc

Military Officers Association of America



Setting the Stage

Know What You are Comparing

DOD compares:
» Current Retired Pay alone against...
* BRS retired pay and TSP w/Match

Issues:

o Current retired pay also has TSP

e Is it a DOD benefit when you have to use your own money?

* Does counting a future 401k count as a DOD benefit?

TSP monies are not available until age 59%2; not at military retirement

 The BRS results depend on you; your savings rate and your investment
returns

For apples to apples comparison:
. Compare BRS retired pay and TSP Match Only (without investment returns)

Military Officers Association of America

PenFed Foundation
we Military Heroes



Understanding the Numbers

Present Value

 Lump-sum value at the
beginning of retirement

« An amount that will
provide for retirement

given arate of return

e Assumes 7% return
and 2.5% COLA

Time

7% approximates the average return used by DOD
2.5% COLA approximates the national historical average for retired pay

Lifetime Value

 What you are paid over
a lifetime

e Sit back and collect

 No lump sum; nothing
Invested: no return

e Assumes COLA 2.5%




Current Retirement Benefit

TSP w/o a match, no bonuses — Part 1

— Max contribution in 2017, $18,000 year/$1500mo
— Value is in addition to the pension benefit

Vested Retired Pay at 20YOS — Part 2

— 2.5% per YOS times Hi-3 Base Pay
* 50% @ 20YOS to 75% @ 30YOS

— 20YOS E7 -- $2170mo
e For 50 years, w/2.5% COLAs, Lifetime Value: $2,589,000

— Present Value: $302,125 at 20 years of service*

— 20YOS O5 -- $4137mo
e For 50 years, w/2.5% COLAs, Lifetime Value: $4,936,000

— Present Value: $576,000 at 20 years of service*

e *Value at retirement; 20YOS IIIIM’OAA

B i Tio PV = 50yrs, 7% rtn with 2.5% COLA avg for retired pay, given lifetime value



The BRS
Part 1

TSP with a match and 12YOS bonus

PenfFed Foundation
e Military Heroes

Max contribution in 2017, $18,000 year/$1500mo

Value is in addition to the pension benefit

1% automatic DOD contribution—begins start of service
4% max match rate—starts beginning of 34 YOS

Match stops at 26YOS

Vested in match after 2YOS—starting in the third YOS

Bonus at 8-12YOS: minimum amount equal to 2.5 times base
pay AD; half AD monthly base pay for Guard-Reserves

 Max possible up to 13 months base pay/6mos Res/Grd
e Service commitment of 3 years

Military Officers Association of America



The BRS
Part 2

Vested Retired Pay at 20YOS

2% per YOS times Hi-3 Base Pay
* 40% for 20YOS up to 60% for 30YOS

e 20YOSE7 --$1736mo
* For 50 years, w/ 2.5% COLAs, Lifetime Value: $2,070,000
* Present Value: $241,560 at 20 years of service*

e 20YOS O5 -- $3310mo
* For 50 years, w/2.5% COLAs, Lifetime Value: $3,949,000
— Present Value: $460,800 at 20 years of service*

@ *Value at retirement; 20YOS IIIIMO A A

PV = 50yrs, 7% rtn with 2.5% COLA avg for retired pay, given lifetime value



Retirement Plan Comparison

current
e TSP no match

* Plus Retired Pay
— (2.5% X YOS) X High-3
base pay = Retired Pay
— COLA

Present Value
Retired Pay Only*:
E7 -- $302,125
O5 -- $576,000

e

BRS

TSP w/match and
Bonus

Plus Retired Pay

— (2% X YOS) X High-3
base pay = Retired Pay

— COLA

Present Value
Retired Pay Only*:
E7 -- $241,560
O5 -- $460,800

P S *Value at retirement; 20YOS l I I I MOOAA
se Military Heroes

PV = 50yrs, 7% rtn with 2.5% COLA avg for retired pay, given lifetime value



TSP With A Match
What’s The Difference?
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$374,904

| Officer lllustration |

$350,000

$300,000

$250,000

$193,224

$200,000

$150,000

$181,680

$100,000

$50,000

$0
Year 1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17 18 19 20

amms Match Only s=mmMlember Contribution Only amss|\latch Plus Member Contribution

7% avg annual rtn, 526 mbr contribution, 1/5% DOD match, normal promotion years, 2% ECI avg



Chart1

		Year 0		Year 0		Year 0

		1		1		1

		2		2		2

		3		3		3

		4		4		4

		5		5		5

		6		6		6

		7		7		7

		8		8		8

		9		9		9

		10		10		10

		11		11		11

		12		12		12

		13		13		13

		14		14		14

		15		15		15

		16		16		16

		17		17		17

		18		18		18

		19		19		19

		20		20		20



Match Only

Member Contribution Only

Match Plus Member Contribution

382

1909

2290

798

3990

4788

2841

6256

9097

6103

9757

15860

10207

14118

24325

14673

18857

33530

19709

24186

43896

25179

29969

55148

31322

36448

67770

37984

43468

81452

45927

51795

97722

54531

60811

115342

64120

70839

134959

74496

81685

156180

85913

93606

179519

98254

106485

204739

112329

121136

233464

127532

136956

264488

144159

154242

298401

162104

172893

334997

181680

193224

374903



Sheet1

				Match Only		Member Contribution Only		Match Plus Member Contribution

		Year 0		$382		$1,909		$2,290

		1		$798		$3,990		$4,788

		2		$2,841		$6,256		$9,097

		3		$6,103		$9,757		$15,860

		4		$10,207		$14,118		$24,325

		5		$14,673		$18,857		$33,530

		6		$19,709		$24,186		$43,896

		7		$25,179		$29,969		$55,148

		8		$31,322		$36,448		$67,770

		9		$37,984		$43,468		$81,452

		10		$45,927		$51,795		$97,722

		11		$54,531		$60,811		$115,342

		12		$64,120		$70,839		$134,959

		13		$74,496		$81,685		$156,180

		14		$85,913		$93,606		$179,519

		15		$98,254		$106,485		$204,739

		16		$112,329		$121,136		$233,464

		17		$127,532		$136,956		$264,488

		18		$144,159		$154,242		$298,401

		19		$162,104		$172,893		$334,997

		20		$181,680		$193,224		$374,903






TSP With A Match
What's The Difference?
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‘Enlisted lllustration ‘
$200,000 $191,270
$150,000
$98,679
$100,000
$50,000 $92,591
$0

Year 1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17 18 19 20

amms Match Only s=mmMlember Contribution Only amss|\latch Plus Member Contribution

7% avg annual rtn, 526 mbr contribution, 5%6 DOD match, normal promotion years, 2% ECI avg



Chart1

		Year 0		Year 0		Year 0

		1		1		1

		2		2		2

		3		3		3

		4		4		4

		5		5		5

		6		6		6

		7		7		7

		8		8		8

		9		9		9

		10		10		10

		11		11		11

		12		12		12

		13		13		13

		14		14		14

		15		15		15

		16		16		16

		17		17		17

		18		18		18

		19		19		19

		20		20		20



Match Only

Member Contribution Only

Match Plus Member Contribution

201

1007

1208

421

2104

2525

1625

3426

5050

3077

5004

8081

4870

6932

11802

6900

9107

16007

9407

11769

21176

12131

14657

26788

15231

17935

33166

18594

21486

40080

22566

25661

48226

26869

30180

57049

31694

35237

66930

36915

40706

77621

42614

46671

89284

49210

53551

102761

56446

61090

117536

64264

69234

133498

72823

78141

150964

82062

87752

169815

92591

98679

191270



Sheet1

				Match Only		Member Contribution Only		Match Plus Member Contribution

		Year 0		$201		$1,007		$1,208

		1		$421		$2,104		$2,525

		2		$1,625		$3,426		$5,050

		3		$3,077		$5,004		$8,081

		4		$4,870		$6,932		$11,802

		5		$6,900		$9,107		$16,007

		6		$9,407		$11,769		$21,176

		7		$12,131		$14,657		$26,788

		8		$15,231		$17,935		$33,166

		9		$18,594		$21,486		$40,080

		10		$22,566		$25,661		$48,226

		11		$26,869		$30,180		$57,049

		12		$31,694		$35,237		$66,930

		13		$36,915		$40,706		$77,621

		14		$42,614		$46,671		$89,284

		15		$49,210		$53,551		$102,761

		16		$56,446		$61,090		$117,536

		17		$64,264		$69,234		$133,498

		18		$72,823		$78,141		$150,964

		19		$82,062		$87,752		$169,815

		20		$92,591		$98,679		$191,270






Retired Pay with COLA
Lifetime Earnings--Annual Income

Officer lllustration
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Years after Retirement

Lifetime earnings difference = $987,000

Consider the Survivor Benefit Program Impacts Also
Delta: $3,949,000 vs $4,936,000

2.5% COLA avg for retired pay
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Sheet1

				BRS		Current		Column1

		0		$39,720		$49,644

		1		$40,713		$50,885

		2		$41,731		$52,157

		3		$42,774		$53,461

		4		$43,843		$54,798

		5		$44,940		$56,168

		6		$46,063		$57,572

		7		$47,215		$59,011

		8		$48,395		$60,486

		9		$49,605		$61,999

		10		$50,845		$63,549

		11		$52,116		$65,137

		12		$53,419		$66,766

		13		$54,754		$68,435

		14		$56,123		$70,146

		15		$57,526		$71,899

		16		$58,965		$73,697

		17		$60,439		$75,539

		18		$61,950		$77,428

		19		$63,498		$79,363

		20		$65,086		$81,347

		21		$66,713		$83,381

		22		$68,381		$85,466

		23		$70,090		$87,602

		24		$71,843		$89,792

		25		$73,639		$92,037

		26		$75,480		$94,338

		27		$77,367		$96,697

		28		$79,301		$99,114

		29		$81,283		$101,592

		30		$83,315		$104,132

		31		$85,398		$106,735

		32		$87,533		$109,403

		34		$89,722		$112,138

		35		$91,965		$114,942

		36		$94,264		$117,815

		37		$96,620		$120,761

		38		$99,036		$123,780

		39		$101,512		$126,874

		40		$104,049		$130,046

		41		$106,651		$133,297

		42		$109,317		$136,630

		43		$112,050		$140,045

		44		$114,851		$143,547

		45		$117,722		$147,135

		46		$120,666		$150,814

		47		$123,682		$154,584

		48		$126,774		$158,449

		49		$129,944		$162,410

		50		$133,192		$166,470

		Total		$3,872,078		$4,839,513






Retired Pay with COLA
Lifetime Earnings--Annual Income

Enlisted lllustration
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Years after Retirement

Lifetime earnings difference = $519,000

Consider the Survivor Benefit Program Impacts Also
Delta: $2,070,000 vs $2,589,000

2.5% COLA avg for retired pay
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Years after Retirement
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Sheet1

				BRS		Current

		0		$20,832		$26,040

		1		$21,353		$26,691

		2		$21,887		$27,358

		3		$22,434		$28,042

		4		$22,995		$28,743

		5		$23,569		$29,462

		6		$24,159		$30,198

		7		$24,763		$30,953

		8		$25,382		$31,727

		9		$26,016		$32,520

		10		$26,667		$33,333

		11		$27,333		$34,167

		12		$28,017		$35,021

		13		$28,717		$35,896

		14		$29,435		$36,794

		15		$30,171		$37,714

		16		$30,925		$38,657

		17		$31,698		$39,623

		18		$32,491		$40,614

		19		$33,303		$41,629

		20		$34,136		$42,670

		21		$34,989		$43,736

		22		$35,864		$44,830

		23		$36,760		$45,950

		24		$37,679		$47,099

		25		$38,621		$48,277

		26		$39,587		$49,484

		27		$40,577		$50,721

		28		$41,591		$51,989

		29		$42,631		$53,288

		30		$43,697		$54,621

		31		$44,789		$55,986

		32		$45,909		$57,386

		33		$47,056		$58,820

		34		$48,233		$60,291

		35		$49,439		$61,798

		36		$50,675		$63,343

		37		$51,941		$64,927

		38		$53,240		$66,550

		39		$54,571		$68,214

		40		$55,935		$69,919

		41		$57,334		$71,667

		42		$58,767		$73,459

		43		$60,236		$75,295

		44		$61,742		$77,178

		45		$63,286		$79,107

		46		$64,868		$81,085

		47		$66,489		$83,112

		48		$68,152		$85,190

		49		$69,855		$87,319

		50		$71,602		$89,502

		Total		$2,102,396		$2,627,995






Making Up the Retired Pay
Difference Under the BRS

Current Program Value*: BRS Value*:

E7 -- $302,125 - | E7 -- $241,560
O5 -- $576,000 O5 -- $460,800

Difference:
E7 -- $60,565
O5 -- $115,200

Military Officers Association of America

Value at retlrement 20YOS
PV = 50yrs, 7 h 2.5% retired pay C avg, giv ti



Can the New Match Help Offset the
Retired Pay Reduction?

|Officer lllustration | | Enlisted lllustration |
Retired Pay PV Delta Retired Pay PV Delta
$115,200 $60,565
Difference between the formulas: 2.5% vs 2% Difference between the formulas: 2.5% vs 2%
NO NO
Officer match only Enlisted match only
$96,600 $50,030

Remember...to get the max match, you have to contribute 5% of your own pay

To Makeup the Difference in the TSP
20 YOS with 7% return

Yy E7 -- $180mo [[[IMoAA
et O5 -- $350mo




It’s All About Leaving with Something

So what can you leave with from the DOD after the
Initial service commitment?

Enlisted Match Only
Beginning the 41" YOS,
You could accumulate up to $2800

Officer Match Only
Beginning the 41" YOS,
You could accumulate up to $5500

It’s not like you can actually take the
money...not without tax penalties

Military Officers Association of America

."’c'r:-":-t'd Foundation
j This is ONLY the DOD match amount. Assumes maximum match, normal promotions.



The Lump-Sum Retirement Option

Choice Is made at retirement

The law allows a lump sum payment at retirement
Get lump sum, take decreased monthly income until age 67

You choose a 25% or 50% lump sum option—or don’t take it

DOD is allowed to pay the “present value” (PV) at retirement

— PV involves a “discount” percentage determined annually by
DOD: in 2017 itis 7.3%

— The “discount rate” makes a big difference in the lump sum
amount

)

PenFed Foundation
we Military Heroes

Military Officers Association of America



The Lump Sum Option

Example of how Present Value calculation works
E7, 20 YOS, $1736mo, 2.5%COLA, 39-66y0/28yrs

From retirement to age 67 you would collect $843,500
You can choose between the 25% or 50% lump sum

So you get $211,000 or $422,000 right?

Wrong!
When discounted at 7%
(the predicted investment return over the 28 years)

You would get:
25% - $31,735* 50% - $63,470*

Military Officers Association of America

o lary s *By the way, the lump sum is taxable...



Thrift Savings Plan (TSP)

What can you do when you
leave the Service?

Four options:
1. Keep iIn TSP
2. Roll into your future 401k plan
3. Roll into IRA
4. Pull out of TSP and use the money
« Don’t even think it unless necessary
 Withdraw Early is costly (prior to age 59v2)
€ [[[IMoaA

PenFed Foundation
-



Your Future Retirement
Your Success: It's all on You

¥
kk
l I I I Military Officers Association of America

PenFed Foundation
we Military Heroes



How Much $$ Do You Need?
40 Years of Unemployment

 What will your expenses be?

— Mortgage, cars, travel, health care, college, hobbies, debts,
cost of living where you retire, continue to work...

« What will your income be?

— Sources of income

« How you manage your portfolios will
determine how much you can draw per year

— 3 — 5% per year from portfolios
— Draw less for conservatively managed portfolios

! ' I v IOAA
E Military Officers Association of America
Penfed Foundation

e Military Heroes



Today’s Seniors—Where Their
Retirement Income Comes From

3%0

B Social Security

B Pensions

O Investments

B Work Income

O Other

Military Officers Association of America

Source: EBRI Data Book Chap 3 2014 latest data in 2016



Defined Contribution Plans
Thrift Savings Plan (TSP) and 401ks

YOUR PRIMARY INVESTMENT ACCOUNT

Defined-Contribution Plan Contribution Limits
» $18,000 salary deferral

» $6,000 “catch-up” provision for age 50+

Your TSP investment options
C — Large company index fund
S — Small company index fund
| — International company index fund
F — Bond index fund
G — Stable value fund
E’," L — Allocation fund by year ""MOAA



Traditional vs. Roth Accounts
What's it all mean?

Annual Amounts

Traditional TSP/401K Roth TSP/401K
Gross Pay $60,000 Gross Pay $60,000
Trad 401k - $12,000 | | Taxes 20% - $12,000
Taxable income  $48,000 Net Pay $48,000
Taxes 20% - $9,600 Roth 401k - $12,000
Take Home Pay $38,400 Take Home Pay $36,000

Take home pay $2400 less with Roth
However...tax-free retirement income

Military Officers Association of America

enfed Foundation
v




IRASs In 2017

Contributions and Deductions

IRA

Contribution
Limit#*

MAGI
Phase-out

Traditional

$5,500

+ $1,000 Catch-up
for age 50+

DEDUCTION®@
$62-72k Single
$99-119k™™ Married

Roth

Same

PROHIBITION
$118-133k Single
$186-196k Married

Spousal
(Traditional or Roth)

Same

DEDUCTION
(Traditional rules apply)

OR

PROHIBITION
(Roth rules apply)

# Of “earned income.”

™ MAGI if both taxpayers are covere d by an employer plan OR for the spouse who has the employer plan. If only one spouse has an employer plan, phase out is $186k-196k for the

non-employer plan member.

@ There is NO deduction phase-out for Trad IRA if filing single, or married, and no one has an employer plan. See IRS Pub 590 for details!




Support MOAA’s Missions;
“Never Stop Serving”

Military Officers Association of America
201 N. Washington Street
Alexandria, VA 22314-2539
(1-800-234-6622)

E-mail: beninfo@moaa.orqg
Web Base: www.moaa.org

Please JOIN MOAA at:
www.MOAA.org/Zjoin

% Military Officers Association of America
Penfed Foundation
we Military Heroes
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